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At a seminar titled, "The World Economy and Latin American Development," at the Latin American
Economic System (SELA) headquarters in Caracas on May 6-9, some 40 leading economists
from the region convened to discuss the debt crisis, capital flight, foreign investment, and the
role of new technologies in regional development. In a presentation on May 6 at the seminar,
Brazilian economist Edmar Bacha, chief of Brazil's national statistics institute (Instituto Brasileiro
de Geografia e Estatistica), said the US Baker Plan is "dead, but not buried," and that the region's
foreign debt crisis had reached a new stage marked by a search for more favorable strategies
toward achieving sustained economic development in debtor nations. According to Bacha, since
the Baker Plan was introduced in late 1985, it is evident that commercial banks are not willing to
lend more money to debtor nations. Thus, he said, since 1982 the flow of financial resources to Latin
America has continued to be virtually insignificant. Next, he pointed out that Brazilian attempts
to adapt to US definitions of the debt crisis since 1982 caused recession, as similar attempts did
throughout Latin America. "The Latin American nations' mistake was to believe that the crisis
was temporary and that everything would normalize. The first debt negotiations were grounded
on that premise," he said. However, said Bacha, new strategies are now being developed which
emphasize Latin American nations' domestic economic growth, and equitable distribution of
costs between creditors and debtors. William Cline, of the Institute for International Economics
based in Washington, defended US positions on the debt crisis, and denied that the Baker Plan
has failed. He blamed debtor nations for their respective crises, which were in large part the result
of misconceived domestic economic policies. Strategies adopted thus far to cope with the debt
crisis, he said, have been relatively effective. He admitted, however, that economic adjustments
imposed by creditors in Latin America have been "costly." On May 9, in a speech closing the
seminar, SELA Permanent Secretary Sebastian Alegrett proposed negotiations between debtors and
creditors to significantly lower the costs of debt payment in order to provide Latin American nations
with the resources they need for growth and development. The net transfer of Latin American
financial resources abroad, he said, must be stopped. He noted that in the past five years, the region
exported $130 billion, equivalent to seven percent of the region's gross domestic product, as well
as to the decline in foreign investment over the period. Alegrett emphasized that coordination
of joint actions to resolve common problems resulting from the debt crisis is necessary, while
simultaneously taking into account specific characteristics of each nation's debt obligations. The
SELA official also stated that signs of trade wars between the world's industrialized economies are
evident, as is the escalation of protectionist policies. Both of these developments, he said, provoke
further instability in international economic relations. In the course of the four-day seminar, the
economists were in general agreement that the world economy is showing signs of increasing
instability in 1987, demonstrated in rising interest rates, slow economic growth, the fragility of
joint macro-economic policies by major industrialized nations, and the exacerbation of problems
related to the foreign debt. Major causes for concern, according to the economists, are capital flight,
reduced financial resources from private banks, low levels of foreign investment, and the increasing
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trend toward loan conditionality by multilateral credit institutions, such as the World Bank. Next,
participants in the seminar recognized what they referred to as a "process of politicization" within
the Interamerican Development Bank (IDB). Economic adjustment programs since 1982, according
to most of the Latin American economists in attendance, have been largely ineffective, particularly
in terms of promoting economic development. New models, they said, are necessary to revitalize
regional economies, and economic planning cannot be formulated on the basis of meeting debt
payment obligations as a principal priority. In brief, new strategies are necessary in light of the
virtual absence of external financial resources, and thus, present and future reliance on domestic
resources for economic development. The SELA Council, the organization's directorship, will meet
in September to discuss the debt crisis. (Basic data from several reports by PRENSA LATINA)
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